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1 Delinition 


tn Ihia cash and invasi/nsoi msnagamani pcHey , onisas Ihe eontaxt iMicBisd othsmiaa, a 
word of expraasjon to vfhleh a maaaitTg haa Ooan assignad in tha locai govammard UfMA 
aei no58ot^003Bodothatrata^adlagislaliona/ragulattons rtorma, ty-iawa, having ihasama 
maaaing vrirh tha set 

Accounting efticar is rna mundoai manager 

Act maans <ha iocai govammani MfiMA act 56 of 2003 MSMA act 32 2000 

Accounting pilneipias. ms^s fha giMtaimas to Oa obsanad 

AcQuiaibon : means acgumng goods and san/icas ttvougn pfocvramanl poliaes 

Agent means protesssonai bodies ^pomlad lo execute a speatrc task on Oehalf of the 

m\jnap3*ify 

Accounts means statements of monies received 

Aaaignee means a person min a o^^^arsed autnoniy 

Bank means an msbUhon fecogntsed by reg^ter of Dank 

Bank accounts are me fecogntsed statement of hnarycrat notdmgs on benatl ol me 

munapakty 

Casb means monies such as Oank notes and coma or cash equivalents 
Chlet Hnenciat officer means a response otficsal tor Unanaai alfatrs ol me municpahiy 
Corvtilotion olthe republic of South Africa act 1 06 ol 1996 means me supreme tew 
of South Africa 

Casb management means eKoem and eddcflkv rrtansgement of lunds 
Deiegated authority means any personipersons committee delegated wim me authonfy 
to act lor on tsenatl ol mumapatiiy 

Diverattication of Invearmanta means mi^s&n^ n more, or more man one type of 
hnanaal inetturrrents 

tayeatment elhica means ethical framevrorkmlhin which mvesmteni must take place 
Liquidily means me ease wrm whtcn tmaryorat instrument can oe converted to cash or 
cash equwaients 

MurUcipallty means me agent of the centrat ^ovemmenf af roca^ 

OwnersAljp means alt investment must be made in me name ol mumepakfy 
Short-term Inveatments means a linancrai mstrumant mth a hlespan or maturity of less 
man I year 

Lortg term means finandat instrument wrtn a li^span or mafunfy ol greatar man a year 


2. Introduction 

In iBcms or UFMA section I3<2). a muntcipainy must estaUisn an appfOpdate ano etfeclive cash 
rnartaoernem and invesonents policy m accordance wsh at^ iramewotk that may be descnCed m 
terms 01 siAsaclMt^ { 1 ) 


3. ODjeotivea ot tne policy 

Tne pnmaty and tba uilimaia goal of the riveslmat^ of fut>ds is lo aar^ ibe safety of returns on 
irwestmeni prtvipaL an amount mvesleo iivhiist ntana^ng l«uidty requiremenis and providing 
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th@ higi^est t»Uim on inveetmenl al mriimum itek. wdMn the parameters of aifttiwizeo ir«Oun>ents 
as pec Ike MPUA 

A. Cash flow estimatea 

Seine monies can oe mvested. the accounting oflicer n he/Ttet delegate imst Oelecmiie 
iivheiner inere wil be surplus funds alter meeting tke necessary reguiremenis 

To be sole to make invesiments lor any fined terms, rt is essential that the cash flow estimates Oe 
Aann 143. 

The auditor general reauies ine finanoal ristitulion. whereby the rivestmenl is made to issue a 
certificate lor each investment made The censicate must state inal no commission has nor will, 

Ce paid to any agent or thed party, n to any person nominated by the agent n third party 


5. Investment ethics 


The municipal manager and hbihec subordeiales are responsible for the investment of fia^ds and 
must ensure that inere is no interference n such proceedings. 

Under no drcumsiance may ne/she accept any gift unless that grft can c« deemed so small that il 
wouk) not have an influence on nB,iher relationship with the said insISution 
The gift must oe dedered to the mumcipafty 

The muncipai mar^aget and his/ner delegate mistacl ri accordanoe to discretion and must repod 
any senous cases of payment ai kind or grfis, to the munidpai oounai. Eccessive gifts and 
nosprtafiy should be avoided at all costs 

a. Riek manegemeni 

The preservation of prTicipal is the foremost objective of ine rvestment program To aocompfesh 
the oCfeclive. diversiication is required to ensiae that ine munkspai manager or nis/ner nominee 
Cfudentiy manages r«k exposure. Rek c*ofiss should be meiimized by only placing investment 
with institutions and 

Instruments approved by the piAic mvestment. commissdn or ine republic ol South Alnca 
National mirieter of Imance 

7, Prudence 


Investment shall be made wSh care, skill, prudence and diligence The approach must be that 
when a prudent person acting in a ike capaciiy and lamJer with investment matters would use m 
the investment of funds of like character ano wrth ike aims, to safeguard the psincipai and maintain 
the liquidity needs oi the muncipeliry Investment ofliciai are required to: 

I) Adhere to written prccaOures ano policy guidelines 

li) Sxercisa due diSgenoe 

la) Prepare all reports timeousiy. 

iv) Exerasa stret comptanca with aB lagisiation. 

B. Ownarahip 

All invasimant must Oe made n the name of the municipal. 

9 Delegation Of aifthorily 

The delegation to auinonze investments must distingusn between short-tenn & lorg-term 
investmenis. The auinonty to make long-tenn iivestnent as provision of seouitty is vested wiin 
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Ihe muntcoai council m lecms of s^ctior 4B of the UFMA and with raterenca to sactiom 1 (1) (h) of 
Ihe UFUA daalrs with cash managamani, ina tesoorsibiihy to maKe short sivaslments lias witti 
Ihe muiicval maruser or chief financfai orroet or any other serior frianciai olficer auinortzed by 
either the munKsDai manager or chet friancial ofiKar/ relevant asargnea. 

The local government mineral system act of 2000 section 2 (60) (2) states that the mumcipal 
oouvil may only dele^le to an accounting oflicat, ececuttve commatea or ajeculiva mayor or 
chief Isianciai oflicer daceion to make mvestments on behalf of the muiic^ity wilhin a policy 
Iramawork determined by the minister of fmance 

The chief Vianckal officer ia rasponsMe ^ the mveslment ol Ihe munklpallty's funds (hat 
are made under section 13 of UFMA 

10, Invaalments issue pertaining lo municipal council approval 

in the event thal an investmeni inat need to ce made, auotalion is required from the various 
inanciai institutions. In ine case scenarK of leiepnontc Quotation, the following kformaton is 
reQuired: 

> The name of Ihe person who gave the quotation 

> The relevanl terms and rales 

> Other tacts such as tf interest is payable on a monthly basis or on a compound basis upon 
maliaalion. 

Wnere paymenis to isianciai institution m respect ol mveslment are to c« etiected by cheque. 

The following procedures must bo otaoivoO 

The senior accountant must compete a cheque requisition lornn and submit it to the muncipai 
manager or ine chief financiai ofiicer logether with the siqiporlmg quotalions 
The municipal manager and the chief imancial officer must either authorize the reqiisttion or 
suCmrt it to muncipai coiavii for auinoruation depesKf ng on ine value of such an investments. 

Wnen the muncipal manager have authorized the r^quislnn. Ihe chief Irtanciai oficer or Iheir 
delegale signatories are required to sign the cheque and suOmrt it lo the imancial inslilutnn 
concerned. 

40 lirveeMie/ir doeomonta mus! bo signed by two sultwi^ed ePeque s^nsf oriee. 

The chief frianuai officer mist ensure that a DanK. msiaance company or other friancial 
ristitution. whicn at eno of a financsal year holds, or at any Isne during a financial year neld. an 
rivestment for the misiic^tty mist. 

Witnm 30 days after the eno oi that imanciai year, inform ine AuAtor-generai, m written lorm aooui 
all rivestment . rciuOmg the opening and closing oaiances ol such an rivestmentfs) m thal 
particular financial penco 

Promptly disclose kformaton teqardng the rivestment when so requested by the Nalionai 
Treasisy or tne Audtor -general. 

Promptly dedose inlormation of any poss4)ie or actual change m Ihe rivestment portloiib thal 
coiio or will have adverse effect 
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11, Intatnai control procoduros 


An trysslmerit register sliouk) be kept of ell nvestment made The rolowing facts misl be 
irxlicated. 

Namt otkystHutton 

> Capital invesled > 

Date invested > 

Interest rate and > 

Uaiutriy date 

rnferasi ragislat and accoanring mcortta must ba racoocOed on monthly basis. 

The mvesimeni register must be examined on a tortn^ntiy basis by the sennr official urvler the 
Oiscr^ion of C^O Or delegate cffnai, to denUy investment laiiir^g due iivinm the next two iiiireeKs. 

An nvestment plan must then be established for the r>exl calendar monin beanng in mnd the 
cash now prerogative 

Interest, correctly cakuiated. must be received timeousiy, together wen any disthbutabie capital 
The chief finarciai oflicer or ne/her delegated assignee must check that the nteresi is calculated 
correcliy, m relation to sound universally accepted financial management practces 
Investment document and certifcates must be safeguarded ri fire resistant safe, nitn dual 
custody 

The following documertf must be satagoardad. 

> Pixed deposit letter or hvastment certiicate 

> Receipt lor capital invested 

> Dopy ol electronic transfer or cnegue requisition 

> Schediie of ccmparative divestment ftgiaes 

> Dommesion cerliticate indicating no commission was paid on line mveslment 

> Interest rale quoted 

AO Imaslmanr mosl ba danomlnalad in ifia raputilc el South Africa rand (tar) 

The Dniel Pinanaal Oflicer or he/her delegated assgnee are responsible for ensiamg that Ihe 
sivested lunds have been invested with financial rislilutnn that is or are inline and approved by 
Ihe repubftc of south Afrca: naicnai mnister of Imance. puUic investors commission or and with 
rating of AA and endeavor lo rnimmue risk exposure. 

12. Reporting and monitoring procedures 


The MumcoAl Manager must wrthm 10 days oi the end of the month si^rt lo the executive 
committee a report desci^ng m full details the divestment and cash now position of the 
midiicipafty at Ihe end of the of month. 

The report mirsf contain a slafement. prepared m eompllanea prim ganaially recogttlaed 
accoutyfrng priaciplaa/ganaeai municipal accounting prtneiplaa, that siatas Me 

> Beginning market value for penod 

> Additions and changes lo the market value during 

> Ending maikel vabe lor the period 

> Fully accrued inleiest/yield lor the reporting period 

> The aedit nsk rating for the institution whose seciaities are held by the mumcipafty as at 
beghning and end ol reporting penod 

> inveslment cfesposed due lo adverse changes m credi ratings 

> Diversilication of investments 



> Any inveetmeni locked rito a time penco Mh an inetrtution ttiat has a rating that is not 
acceplable accordiryg to Pitck. Caspars orCA-ratirygs. 

13. Permitted inveelftienls 


Tm republic of South Africa national mmislet of trance may identify Dyregiialno m terms of section 
168 of the iDiriCioal imance martasement act insBument or investment oimr than imse referred to 
Deiow in which mumcioalrty may invest 

> Deposit nith banks registered in terms of banks acti990 (act 94 of 1990) 

> Seciaities Bsueo by the nalionai government 

> Investment nlth the pubSc invesBneni commisscriers as contempiateo by the public 
investment commesion act (act no 5 19&4) 

> LBted coriMrate bonds wrth an investment grade rating from a nationally or internationally 
recognized credit rairg agency 

> Deposits with the corporation for public deposits as coniemplale by the corporation for 
puoac deposits act. I984(act48i984) 

> banker's accepled cerdflcalea or negotiation cerUficaies ol deposits ol banks registered 
m terms of the banks act 1990 (act no 94 of 1990) 

> Uuncipai bonds issued by munc^ai 

> Guaranteed endowment policies with the ntention of estabishing a sinking fund 

> ftepiacnase apeements wsn banks registered m terwis of the banks act I990(act no 94 
1990) 

14, Exieling investment 


Disient mvesonents that were not permaied investmant at me time of purchase do not have to be 
liquidated 

IS. Inveettnenl diversification 


The chief Imenciel officer must ensure that available money is not rivested with one insliution 
Investment will be lesBiCted to institution with a minimum credt rating of [AA]. 

T7ie maumum term for aay in^astment may M T year, ethar than ceded inveehnecfs. 


16. Perlarmance evaluation 


Periormance of the investment portfolio must be evaluated quarierty The time weighted yield 
altriOuiabie to the invesBnent portfoSo must be caibiialad eabh giianBr and bompared with the 
prevailing returns available on securrtes issued by the national government 
A report discussing the perfonnance ol the investment portfolio must be submitted to the creel 
financ4ai officer withm 10 days of the end of each quarter 

17. Use ot independent investment managers 


Should li>e need anse to use an investment manager at any lime: one will be appointed ising 
Supply Cham management and practice 
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IB. Cfish maragemenl 


The chiel finarvaat oKcer, inier-alia, rias la ensiss rinancial vUDilcty ard suslainBQdity of me 
municipalitv. (r> enter to achieve th« in a sustainable marneriiie chief Hnancisl off«er musterauie 
tfut imemal leishcial systems anl conUots are in place that iMlI ehable Ibe municipalty to detect 
the memanegement of funcis. Tte pari of lha e covereC m ir>e Cash Management Poky. 

19, Peymenl of credftoia 


Okie to the tvgh banK chargee with regard lo ohequs payments, t 1 e essential lo limit Ihe paymenl 
of oddltoce lo ona payment per oddltK per month. Should lha facIBty be avaitaOle, payments 
should be done by electronic transler (suC^ct tt mansgemeni arxj conlrol. 

When ooneidenng the lime lo pay a creditor, proper oonaidereilon must Ca given lo the oonditlons 
of credrt terms of payment offered 

In ceses where a caeh discount is given lor early seUlemenl Ihe diacount, ii the relevant tme 
scale Is taKen Imo accoimt, misl m mosl cases be more than any Investment benefit lhat cSiiO 
Oe recetved from iamporar9y mvesUng lha limds. 

// discounts are oftsrod lor so/ty Beltismsnl thsy must be omperly considered snd utOited. 

Besates this, lha normal conditions ol credri Csims of paymanis oifareO by suppi«rs must abo be 
consdacad and utilzed to the ful by paying on lha due data arxt not aarliar. provadad lhat no 
worlhwhia discouhl is avakbla orollecad. 


2Q, Banh and cash In terms of Ihe local govemoenl MFMA eel no SB of 2003 chapler 3 

20.1 PAfiTI 


> Al names of bank accounis must ba changed to the name ol the newly created municipalty 

> New banh accounis must be opened if teqiaad 

> AS bar^ks accSimts Cirrrenlly held and Dansfarred to the mumdpaBty must be aocounlad for in 
the new accounting syelem 

> The ofhctai tesponslile mial anaiaa Ihst the name change on the accounts has been affected > 

All bank and cash must be made in terms of cash manegemant poky 

> Every munkapallly must open and maintain al least one bank acoounl in the name of the 
municipalny 

> Al money rweerved by a munc<paliry must be paid in|o its bank account In the name of the 
munlcipaiay as per the above menlioneo legislative Iramework 


20.2 ¥eNAaE¥eNT OP STOCK 

Cash management mist be improved by saalhg that acteauste stock control is enenad over all 
goods kept ir> sloch 


20.3 SHORT MNO LONG TERM DEBT 

A municvallty may ordy Incur debt in tanns of WFMA (act no 56 of 2003). The mursolpaicty may 
Incut two typn of debt, namely ^ort-larm and long latms debt 


20.4 SHORT TERM DEBT 
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A munkiipslHy may Mcur s^on•I«^n (MU oniy when necessary U> iTrJtfge. 


j Shorffaib wittim s llnarciai yaar diaing whion me debt is incurred, in e<pectallan of epKitlc ard 
raalielic articipalad irvome lo be recerved within that llrarcial year or 
L Capital needs withr a hrundal year, to be repaid from epecIHc lunde to be (ec€lVB<l Irom 
enfotceabie ailocelton or long-lann debt commltmenle. 


20.5 A MUNiCiPAUTY 

Musi pay oft abort-lerm debt wrmin a frianc»i year and Way ml renew or releianoa its ebon terms 
debL 

30.6 LONG TERM DEBT 

A muncfiaiity may Incur long-term debl for purpose ol tinandng its long-lerm slrategic ob^l. as 
oolfined ir> the consHlirtion of republic at Soutb Ainca acl no 10B of 1996 and chapter 7 on the 
local fomuilan (govemmeni) 

U To provide damocrsbc and accountable government for local eitiabiianle 
U To ensiae the provBion of services to Irfvabllanls In a auslainable manner 
L To fiomole social ar«J eoor«omic (development, whNii Is gear at the general nelare ot me 
local inhabitants? 

To pronwie a safe and heaimy errvironment 

To encourage the er>gagemer>i ol commuretiee and commisilty organizations in the manner of local 
Govemanca. 

31, Conclusion 


Tha muniopai maruger in partlcuiar and chief friandal officet most ersura that Iha 
operatlonarizatnn of me pol«y is done In accordance to me prescripts. Any deviations dus lo 
unforasean circumstances miBi b« brought to the stlenHon of Ihe mun«apal cdunca si a written 
form and racommendatlon ramadral solullons thereol. 


32. Policy review 


Tha eivBsOnent policy most be reviewed annually and be tabled to ma misilcval ooureill lor 
appmval 


